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Argentine and Uruguayan Exchange Rates 


Argentina 

On October 1 Argentina changed most of its export and 
import rates, but not the basic export rate. The depre- 
ciations range from 17 per cent to 30.5 per cent. The 
free rate for non-trade transactions was depreciated 46.6 
per cent. The Central Bank has issued a thirty-page list 
of items whose importation will be permitted, but the 
machinery of control will be established later; in the 
meantime there is a ban on imports. The rates for sterling 
have been adjusted to the new cross rate of $2.80 per 
pound. 

The new and old dollar exchange rates for the peso are 
as follows: 


BUYING 

Old 

3.3582 Basic 
3.9801 Preferential 


New 
3.3582 Basic 
4.8321 Preferential A 


4.01 Special 5.7286 Preferential B 
5.00 Special 7.1964 Special 
4.7875 Free rate 9.00 Free rate 
SELLING 
Old New 


4.2289 Basic 
3.7313 Preferential 


6.0857 Basic 

3.7313 Preferential A 
5.3714 Preferential B 
9.00 Free rate 

No new rate announced 


4.8075 Free rate 
4.9350 Auction rate 


The former basic export rate of 3.3582 pesos, which 
applied to Argentina’s principal exports of meat and 
canned meat, wheat, and wool, will apparently continue 
to apply to meat, wheat, corn, linseed oil and seed. 
Edible oils, wool, and hides have been shifted to a new 
rate of 4.8321 pesos, which means a depreciation of 30.5 
per cent. It is not yet known whether the price of meat 
under the agreement with the United Kingdom will be 
raised in terms of sterling. 

There is no selling rate for imports as high as the new 
buying rate of 7.1964. Presumably any loss sustained in 
purchasing at this rate would be financed with revenue 
derived from the spread between other buying and sell- 
ing rates. It is not yet known whether a new auction 
rate will replace the present one of 4.9350 pesos per dollar 
which is fixed by the Central Bank. The so-called free 
rate, which is actually fixed by the Central Bank, has 
been changed from 4.8075 to 9 pesos per dollar. This 
rate applies to officially authorized non-trade payments, 
i.e., tourist, services, and miscellaneous remittances, and 


transfer of profits. There are, presumably, to be no 
significant changes in the machinery of foreign exchange 
control. 

The new rates for non-basic exports aim at making 
Argentina’s manufactured products more competitive, 
particularly in the dollar area. 

It is believed that the new rates will enable 
Argentina to increase shipments to the United States. 
‘This will allow her to increase her imports from the 
United States, which totaled $74.5 million in the first 
seven months of 1949, compared with $282.0 million for 
the corresponding period of 1948. Argentine shipments 
to the United States in the first seven months of this year 
fell to $54.7 million, compared with $127.2 million in the 
same period in 1948. Hopes of increased shipments of 
canned meat to the United States were dampened by the 
maintenance of the 3.3582 peso rate for these exports. 


Sources: The Wall Street Journal, New York, N. Y., 
October 3 and 4, 1949; The Journal of Com- 
merce, New York, N. Y., October 4, 1949. 


Uruguay 

The Government of Uruguay has proposed to the 
Fund certain modifications of its exchange rates, to 
meet the immediate situation created by the sterling and, 
particularly, the Argentinian devaluations. The Fund has 
expressed no objection to these proposals. It is the 
Fund’s understanding that consultation will continue for 
the purpose of unifying the rate structure and agreeing 
on a par value. The modifications are to become effective 
as of October 6. The former 1.519 pesos per dollar rate 
is maintained for exports of meat, wool, linseed, and 
wheat. Exports of oils, dry and salted hides and skins, 
and packing house products are shifted to the rate of 
1.78 pesos. These two rates will cover about 80 per cent 
of exports. For exports of woolen yarns, its by-products, 
and tanned leather and leather manufactures, the rate 
has been raised from 1.70, 1.78, or 1.88 to 2.35 pesos. 
For general imports, the rate of 1.90 pesos is maintained. 
For nonessential and luxury imports, a new rate of 2.45 
pesos is established. The private compensation arrange- 
ments which covered small amounts of imports and ex- 
ports are to be abolished. Conditions governing the legal 
free market remain unchanged. 


Source: International Monetary Fund, Press Release, 


Washington, D. C., October 6, 1949. 









110 


World Rubber Production 


World output of natural rubber in the first half of 
1949 fell to 697,500 long tons, from 717,500 tons a year 
earlier, mainly as a result of a drop in Malayan produc- 
tion. Output for 1949 as a whole is expected by the 
Rubber Study Group to be 1,575,000 tons, compared 
with 1,520,000 tons in 1948. This rise is due to the 
expected increase in Indonesian production to 500,000 
tons. 

Source: Records and Statistics, Supplement to The Eco- 
nomist, London, England, October 1, 1949. 


Petroleum Output 


ERP officials of the United States, the United Kingdom, 
and the Netherlands estimate that crude oil output out- 
side North America and Eastern Europe will rise from 
147.6 million metric tons in 1948 to 244.6 million in 1953. 
American companies plan to expand their crude oil out- 
put abroad from 77.1 million tons to 118.7 million, and 
British and British-Dutch firms from 65.8 million tons 
to 113.6 million. Refining capacity in the same area 
is expected to rise from 121.2 million tons to 200.5 
million. 

Source: The Wall Street Journal, New York, N. Y., 
September 29, 1949. 


EUROPE 


U.K. Gold and Dollar Reserves 


U.K. gold and dollar reserves, which were $1,636.2 
million on June 30, had dropped to $1,329.9 million at 
the time of devaluation. After September 18, they rose 
by $84.6 million, to $1,414.5 million at the end of Sep- 
tember. The total third quarter decline was about $40 
million less than that in the second quarter and was only 
a little more than half what had been forecast. 

Sources: The Wall Street Journal, New York, N. Y., 
October 5, 1949; The Washington Post, Wash- 
ington, D. C., October 5, 1949, 


London Stock Markets 

Shorter dated government bonds rose on the London 
Stock Exchange in the week ended October 1. This in- 
crease is reported to have resulted from purchases by 
government departments in preparation for the repay- 
ment or conversion of £787 million of 134 per cent 
Exchequer Bonds which is due in February 1950. Sellers 
of these bonds have switched into the slightly longer dated 
issues. Some foreign buying is also reported, apparently 
in expectation of an eventual appreciation of sterling. 
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The Financial Times index of industrial shares fell |) 
from 106.7 to 105.1 over the week; there was some recov: |) 
ery after a break caused by announcement of the new | 
profits tax. Oil stocks also recovered. The index of gold | 


shares closed at 135.15; it was 124.2 on September 21. 


Source: The Financial Times, London, England, October [ 


1, 1949. 


Bank of England Fiduciary Issue 


The fiduciary note issue of the Bank of England has 
been reduced to £1,300 million from £1,350 million, the 
level to which it was raised last July to meet holiday 
demands (see this News Survey, Vol. II, p. 10). The 
actual increase in the circulation was only £30 million. 
The note reserve was £27 million at the beginning of 
July and is now £41 million, after the reduction. 
Source: The Financial Times, London, England, Septem- 

ber 30, 1949. 


U.K. Eases Import Restrictions 


The President of the Board of Trade has announced 
that open general import licenses will be issued in the 
United Kingdom for a wide range of goods, as of October 
5. The total value of these goods imported from OEEC 
countries in 1948 was about £75 million—about half of 
the total trade on private account from those countries. 
The licenses will permit the importation of the goods con- 
cerned from soft currency countries. Excluded, there- 
fore, are the dollar area countries, Argentina, Belgium, 
the Belgian Congo, Luxembourg, Eastern Europe, Japan, 
Switzerland, Uruguay, the U.S.S.R., and Western Ger- 
many. 

Sources: The Wall Street Journal, New York, N. Y., 
September 30, 1949; The Economist, London, 
England, October 1, 1949. 


U.K. Profits Tax Increase 


The U.K. Chancellor of the Exchequer has announced 
that the profits tax on distributed profits in the United 
Kingdom is to be raised forthwith from 25 per cent to 30 
per cent. 

Source: The Times, London, England, September 28, 
1949. 


Anglo-Czechoslovak Agreements 


The United Kingdom has recently reached a settlement 
with Czechoslovakia concerning the repayment of debts. 


The Czechoslovak Government has agreed to pay 48 


million over the next 10 years for British property na- 


tionalized or expropriated; £5 million is to be paid within F 


the first five years. It will also pay £28 million over an 
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| unspecified number of years in settlement of the debts 
or | owing to the British Government and private creditors; 

; wr | £10 million of this total will be made available in the 
of gold |) 


next 5 years. 


The United Kingdom will therefore re- 


| ceive £36 million, compared with the original claim for 


£40 million. 

The repayments over the next 5 years have been in- 
corporated into a general trade and financial agreement. 
Czechoslovak exports to the United Kingdom are expected 
to total £10.5 million a year, of which £3 million will 
be set aside for compensation and debt repayment. The 
remaining £7.5 million will be used to purchase goods 
and services from the whole sterling area. Exports from 
the United Kingdom—mainly machinery, cotton yarn, 
chemicals, and medical supplies—will account for £1.5 
million each year, and the balance of £6 million will 
probably be used to buy rubber, wool, and cotton from 
the overseas sterling area. 

Under a three-year sterling payments agreement, which 
became effective on August 19, all payments are to be 
made in sterling. Czechoslovakia will remain in the 
transferable account area. Since the use of the Czecho- 
slovak koruna has been discontinued for payments be- 
tween the two countries, the Bank of England announced 
that the Czechoslovak koruna will not be included, as of 
August 23, among the London quotations of foreign ex- 
change rates. 

Sources: Ministry of Foreign Trade, Czechoslovak Eco- 
nomic Bulletin, Prague, Czechoslovakia, Sep- 
tember 1, 1949; The Economist, London, Eng- 
land, October 1, 1949. 


Current Developments in France 


Since the devaluation of the French franc on September 
18, the free dollar rate has remained steady at 350 
French francs, and the Swiss franc has dropped from 83 
to 81 French francs. On the black market, the dollar 
rose from 377 francs to 388 during the week of Septem- 
ber 16-23, and sterling rose from 1,015 francs to 1,040. 
The Swiss and Belgian francs, in contrast, declined 4 and 
3 per cent, respectively. In the last week of September, 
black market rates for foreign currencies did not move 
significantly. The dollar rate stood at 389 francs on 
September 29 and the pound at 1,040 francs. 

The problem of prices and wages has become very 
acute; the depreciation of the franc is expected to cause 
an increase of 3 or 4 per cent in the cost-of-living index 


| for September. Labor unions are contesting any price- 


cutting policy, and they have made it clear that a gen- 
eral strike will be called if wage readjustments are not 
granted. 


| Sources: Le Monde, Paris, France, September 27, 1949; 
id within § 
over an 


New York Herald Tribune, Paris, France, Sep- 
tember 29, 1949. 


Norwegian Merchant Marine 


As of July 30 this year, new and used ship deliveries 
have brought the tonnage of Norway’s merchant marine 
up to prewar levels, war losses of about half the total 
fleet having been replaced. Though the prewar tonnage 
has now been equaled, this by no means indicates that the 
fleet is fully reconstructed. Prewar quality has not been 
restored, since much of the present tonnage is over-age 
and must be replaced by new vessels. The proportion of 
tankers in the fleet is about the same as before the war; 
however, future ship deliveries will raise appreciably the 
proportion. 

The index of charter freight rates published by Nor- 
wegian Shipping News decreased from 87.2 (July-Decem- 
ber 1947 = 100) in June to 81.1 in July. The July 
figure is 9 per cent lower than that for July 1948 and 
21 per cent less than the July 1947 index. 

Sources: Géteborgs Handels-och Sjéfarts-Tidning, Goth- 
enburg, Sweden, August 31, 1949; The Nor- 
wegian American Chamber of Commerce, Inc., 
Bulletin, New York, N. Y., September 15, 1949. 


Portugal-Brazil Agreement 


Lisbon reports that a three-year trade agreement be- 
tween Brazil and Portugal was signed on or about August 
25. The agreement contemplates an exchange of goods 
valued at 300 million cruzeiros (US$16.2 million) each 
way. Under the agreement, Brazil will export cotton, 
lumber, hides and leather, coffee, wax, cigars and cigar- 
ettes, tobacco, pig iron, textile products, chemicals, and 
pharmaceuticals. Portugal will send wines, vegetable oils, 
cork, olives, and books. 

Source: Jornal do Comercio, Lisbon, Portugal, August 


27, 1949. 


Greek Exchange Devaluation 

According to the Premier of Greece, the new exchange 
rates in Greece (see this News Survey, Vol. II, p. 94), 
coupled with appropriate exchange and monetary 
measures, are expected to encourage capital flow into 
the country through repatriation of Greek capital, in- 
creased emigrants’ remittances, etc. At the same time, 
devaluation will substantially increase the counterpart 
funds of ECA aid, which will ease budgetary strains and 
make larger funds available for reconstruction. 

The Government plans to counteract any tendency 
toward increases in internal prices and costs by the 
following measures: (1) continuance of the policy of 
keeping the gold sovereign rate stable through the Bank 
of Greece’s intervention on the gold market; (2) sub- 
sidization, to the full extent of depreciation, of all basic 
foodstuffs and certain raw materials; (3) immediate 
abolition of the recently imposed levy on private imports 
(see this News Survey, Vol. II, p. 52); (4) introduction 
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and enforcement of appropriate measures to eliminate 
windfall import profits, and to secure a regular and 
larger flow of imports. 

It was also announced that excessive profits of ex- 
porters will be prevented and that in order to lower 
present high costs of production the Government is 
studying measures which will help reduce interest rates 
and bank commissions. 


Source: To Vima, Athens, Greece, September 22, 1949. 


East-West German Trade Negotiations 


The West German Minister of Economics announced 
that a trade agreement between Western Germany and 
the Soviet Zone of Occupation, which has been under 
negotiation for some time, is to be signed shortly, pos- 
sibly within the next few days. At least 30 per cent of 
Western German exports to the Soviet Zone will come 
from the Western sectors of Berlin. The resumption of 
trade between Eastern and Western Germany will there- 
fore be of considerable help to Western Berlin’s industry 
which is now working far below capacity. 

Source: New York Herald Tribune, Paris, France, Sep- 
tember 29, 1949, 


Polish Law on Public and Private Debts 


A Polish decree of July 27, 1949 regulates the settle- 
ment of old debts and establishes principles for new loan 
transactions. New loans contracted by residents of 
Poland must be expressed in terms of Polish currency. 
However, the State Treasury, the National Bank of 
Poland, any bank, and legal or private persons authorized 
by the Minister of Finance may contract loans expressed 
in foreign currency. 

Redemption of a loan (private or public) that was 
contracted before this decree was issued should be in 
Polish currency. Obligations expressed in zlotys (pre- 
war or occupation) are to be redeemed in current zlotys 
at the ratio of 1:1. Loans, expressed in reichsmarks and 
contracted on the present territory of Poland are to be 
converted at the rate of 1:1 for prewar loans, and at the 
rate 1 reichsmark for 2 zlotys for transactions concluded 
during the German occupation. Old debts expressed in 
foreign currency or in gold and payable on Polish 
territory have to be repaid in Polish currency, at the 
official quotation in force before September 1, 1939 or 
after December 16, 1945, depending on whether the debt 
is prewar or postwar. In the case of a private loan 
transaction, the creditor may demand a bonus if he has 
drawn his income in the form of wages or salaries, or 
from a small or medium sized farm, and if the debtor 
is not a wage or salary earner, did not become a 
creditor through a transfer, or is not a person who sold 
his real estate to the State under the requirements of 
national economic plans. The bonus per zloty is not to 
exceed the value of 1.75 kilograms of rye at the price at 
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the time when the bonus is adjudged by the court. (At 
present the price of 1 kilogram of rye is about 20 zlotys.) 
If the debtor who obtained a loan before August 31, 
1944 is not a public institution, or a wage or salary 
earner—or if a wage or salary earner possesses real 
estate exceeding a certain size—he is to pay a special 
tax on the ground that his real debt burden has been 
lowered since it remains a nominal amount in spite of a 
decrease in the value of the currency. This tax which is 
based—under a separate decree of July 27, 1949—on 
gains made during the war amounts to 10 to 40 times 
the unpaid part of the original amount of the debt. 
Old debts expressed in foreign currency are repayable 
in foreign currency if the creditor is a foreigner. 
Source: Dziennik Ustaw Rzeczypospolitej Polskiej (Jour- 
nal of Law of the Polish Republic), Warsaw, 
Poland, August 6, 1949. 


Czechoslovak Agreement With Italy 


Czechoslovakia and Italy are reported to have con- 
cluded a barter agreement providing for an exchange 
of goods valued at 100 million korunas (US$2 million). 
Italy is to deliver to Czochoslovakia mainly ball bearings 
(63 million korunas), rayon yarn, vegetables, and wine 
in exchange for ball bearing steel (42 million korunas), 
airplanes, centrifuges, hard coal, glass goods, cellulose, 
malt, and barley. 

Source: Neue Ziircher Zeitung. Ziirich, Switzerland, 
September 7, 1949. 


MIDDLE EAST 
Egyptian Textile Subsidies 


Textile spinning and weaving in Egypt has increased 
considerably since the beginning of the war. Estimated 
at 32,500 tons in 1942, it grew to 50,100 tons in 1948 
and will probably amount to 60,000 tons in 1949. In 
order to maintain production at its present level, the 
Government has decided to subsidize exports of cotton 
thread. The total amount of these subsidies is not to 
exceed £E485,000 (US$1.4 million) in the next six 
months. Producers, however, will be expected to refund 
the subsidies received if their net profits exceed 8 per 
cent of their costs. 

Sources: L’Observateur, Cairo, Egypt, September 5 and 
6, 1949; Al Assas, Cairo, Egypt, September 6, 
1949, 


ERP Aid to Turkey 


The OEEC has approved aid to Turkey totaling $115 
million in 1949-50. It will be used largely to finance a 
development program for which the Government is pre- 
pared to spend LT200 million (US$71.4 million) within 
the country. Of the total aid, $61.7 million will be in 
loans and $53.3 million in drawing rights. The amount 
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of aid to Turkey during the first ECA year was $49 
million. The drawing rights already established in favor 
of Turkey are as follows (in millions of dollars) : 









salary Belgium-Luxembourg 6.8 France 2.0 
s real German Trizone 10.0 Netherlands 6.0 
special United Kingdom 14.0 Norway 0.5 
s been Italy 5.0 Sweden 2.2 
te of a Denmark Austria 1.0 
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The only drawing right to be granted by Turkey is $8 
million to Greece. 


Source: Ulus, Ankara, Turkey, September 3, 1949. 
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payable tax Reductions in Syria 

| All the extraordinary taxes on revenues from business, 

Gone. industry, and agriculture, levied during the military 

rane, regime of Marshall Zaim in Syria, have been abolished. 
These taxes had caused a great flight of capital to 
Lebanon and were said to be responsible, at least in part, 
for the depreciation of the Syrian pound in terms of 

ve con- § Lebanese currency. 

xchange ff. : 

ae Source: Le Commerce du Levant, Beirut, Lebanon, 

ad September 17, 1949. 

yearings 

id wine P Exchange Rates in Syria and Lebanon 

runas) Syria and Lebanon have decided not to alter their 

witam, exchange rates in terms of gold and dollars. Conse- 
quently, new official rates for sterling have been set up; 

zerland, Fone pound sterling is now equal to LLS 6.13, against 
LLS 8.83 before the sterling devaluation. 
Source: Al Ahram, Cairo, Egypt, September 20, 1949. 
New Jordan Currency 

ncreased | he Hashemite Kingdom of the Jordan is to introduce 

stimated 2 B&W Currency in early 1950 in place of the Palestinian 

in 1949 Pound. A Jordan Currency Board has been set up in 

949. In London. The Jordan dinar will be worth £1. 

evel, the PS°urce: The Financial Times, London, England, Sep- 

£ cotton tember 28, 1949. 

a a Anglo-Iraqi Sterling Negotiations 

o refund | Anglo-Iraqi talks on the revision of the 1947 financial 

od 8 per p°steement, to provide Iraq with sufficient amounts of 
scarce currencies during 1949-50, started in Baghdad on 

er 5 and | °Plember 15. The Iraqi Minister of Finance has 

ember 6, pated that the 1947 agreement has proved insufficient 
ifor the needs of the country, and that Iraq is asking for 
additional releases of sterling balances for the remaining 
iperiod of the agreement (October 1, 1949 to July 14, 

ing $115 1952). 

finance a § Between July 15, 1947 and March 31, 1949, sterling 

nt is pre- releases for Iraq were £15 million. The Minister stated 

2) within ithat the additional releases are needed mostly for urgent 

vill be in major government schemes to raise the standard of living, 

e amount [2nd to purchase agricultural machinery and tools to 
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carry out the plans already drawn up for agricultural 

mechanization. The Minister stated also that the scarce 

currency allocation for Iraq during 1948-49 (ending on 

June 30, 1949 and extended to September 30, 1949) 

amounted to about $31 million. 

Source: The Iraq Times, Baghdad, Iraq, September 16, 
1949, 


FAR EAST 
International Bank Loan to India 


On September 13, the International Bank for Recon- 
struction and Development announced a loan of $10 mil- 
lion to India. This is the second loan that the Bank 
has made to India, the first ($34 million) having been 
made last August. The new loan is intended to finance 
part of the cost of agricultural machinery needed for 
reclamation of lands infested with a weed known as Kans 
grass, and for clearing jungle lands. The loan is for 
seven years with an interest rate of 244 per cent plus 
commission of 1 per cent. Amortization payments will 
start on June 1, 1952. 

Source: The Wall Street Journal, New York, N. Y., 
September 30, 1949. 


France-Indo China Rubber Agreement 


An agreement between French industrialists and Indo- 
Chinese rubber growers was concluded recently in Paris. 
The agreement contemplates the purchase of 10,000 tons 
of Indo-Chinese rubber during September and October 
at a price of 7.90 piasters per kilogram. Before this 
agreement was passed, French purchases of Indo-Chinese 
rubber had declined substantially on account of the high 
rubber price quoted by Saigon dealers, but it is reported 
that the French Government put pressure on French 
rubber importers in order to protect this important 
sector of the Indo-Chinese economy. 

Commercial circles in Paris expect the Government to 
cut sterling allocations for rubber imports from the sterl- 
ing area as a means of carrying out the agreement. The 
size of the purchase agreed to is not such as to influence 
considerably the Saigon rubber market, but it will help 
to decrease imports from other areas. 

Source: Jornal do Comercio, Lisbon, Portugal, September 


10, 1949. 


Indonesian Excise Taxes 


Recent increases in several excise taxes in Indonesia 
are expected to yield 162.5 million Indonesian guilders 
a year. Of this, 50 million guilders will be provided by a 
higher excise on sugar and 100 million guilders by a rise 
in the excise on cigarettes. 

Source: Het Financieele Dagblad, Amsterdam, Nether- 
lands, September 16, 1949, 
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Philippine Private and Public 
Corporations 


The total paid-up capital of newly-registered corpora- 
tions and partnerships in the Philippines during the 
period from 1946 to the present amounts to P117 million 
(1 peso = $.50). Distribution by nationality was Fili- 
pino 49 per cent, Chinese 32 per cent, American 14 per 
cent, and the remainder in small percentages among 
other nationalities. 

The net worth of government-owned industrial and 
commercial enterprises rose from P120 million in 1946 
to P355 million at the end of 1948. The Philippine 
Government has announced a policy of disposing of these 
enterprises, once they are operating at a profit, in order 
to avoid government competition with private capital. 
Source: The American Chamber of Commerce Journal, 


Manila, Philippines, August 1949. 


UNITED STATES AND CANADA 


U.S. Business Conditions 

U.S. manufacturers’ sales advanced from $15.0 billion 
in July to $17.2 billion in August, which was the highest 
dollar volume since March. Although more than half of 
the rise was due to seasonal factors, the remaining gain 
was substantial—$600 million for durables and $400 
million for nondurables. Inventory liquidation continued 
at about the same rate as in recent months. Total in- 
ventories fell $550 million, to $29.1 billion, about four- 
fifths of the decline being accounted for by the reduc- 
tion from $14.1 billion to $13.7 billion in inventories 
held by durable goods manufacturers. 

According to the Board of Governors of the Federal 
Reserve System, industrial production in August was 
about 5 per cent above July and slightly above the June 
rate. Present indications are that the index continued 
to rise in September, despite a work stoppage at coal 
mines after the middle of the month. 

The Commerce Department reports that unemployment 
dropped 338,000 in September, to 3,351,000. Total em- 
ployment in September was 59,411,000, a decline of 
536,000 from August, but this decline was less than 
seasonal. 

Sources: U.S. Department of Commerce, Press Release, 
Washington, D. C., September 28, 1949; Board 
of Governors of the Federal Reserve System, 
Press Release, Washington, D. C., September 
30, 1949; The Wall Street Journal, New York, 
N. Y., October 1, 1949. 


U.S. Foreign Aid 


The U.S. Foreign Aid Appropriation Act for the fiscal 
year 1950 has been passed by the Congress and sent to 
the President. Slightly more than $4,852 million was 
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appropriated for ECA. Of this, $3,628 million was fo 
grants in fiscal 1950, $150 million for loans to partici. 
pating countries, and $1,074 million for ECA’s operation 
from April to June 1949. The bill also includes $45 
million for aid to Greece and Turkey, and $912.5 million 
for relief in occupied areas. The ECA appropriation 
for fiscal 1950 is 25 per cent less than the $5,010 million 
in the first ECA year (April 1948-April 1949). 


Source: The Journal of Commerce, New York, N. Y, 
September 29, 1949. 


Plant and Equipment 
Expenditures in U.S. 


According to a joint estimate by the Department oj 
Commerce and the Securities and Exchange Commission, 
American business, exclusive of agriculture, ‘will inves 
$17.9 billion in new plant and equipment during the entire 
year 1949. This figure is 7 per cent under the recori 
high of 1948, but $1.7 billion above 1947. Actual ex. 
penditures in the first half of 1949 totaled $9.1 billion, 
against $9 billion in the first half of 1948. Estimates 
for the second half of 1949 indicate that expenditure 
will be 14 per cent less than in the second half of 1948, 
Though costs have been declining, the estimated levd 
of expenditures for the second half indicates some falling 
off in physical volume. This decline may be overestimated, 
however, owing to incomplete reporting of long-term 
investment programs and fourth-quarter accounting 
adjustments. 

For the individual components, electric and gas utili 
ties and railroads expect to spend more in 1949 than in 
1948. For the other groups, the greatest declines are in 
manufacturing, down $1.2 billion, and transportation 
except railroads, down $160 million. 

Source: U.S. Department of Commerce and Securities 


and Exchange Commission, Joint Release, Wash: 
ington, D. C., September 23, 1949. 


Canadian Import Controls 


On October 1 the Canadian Government removed al 
restrictions on imports of fresh fruits, fresh vegetables 
and watches, clocks, and parts. The import of thes 
items had been controlled as part of the exchange con 
servation program initiated in November 1947. Unde 
that program, imports of most fresh fruits and vegetable 
were prohibited, and imports of watches and clocks, citru 
fruits, potatoes, onions, and apples were made subject to 
quotas. The original quotas were established at 20 
per cent of the average value of imports in 1937, 1936 
and 1939, and were, as far as the United States and other 
hard currency countries were concerned, equal to 5! 
per cent of the value of imports during the “base” yea! 
July 1, 1946-June 30, 1947. The fruit and vegetable 
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quotas were raised in October 1948 to 70 per cent of the 
base year and in April 1949 to 75 per cent. The watch 
and clock quotas were raised to 62.5 per cent in April 
1949. 

In announcing the removal of the fruit and vegetable 
restrictions, the Minister of Finance noted that the 
Government had taken into consideration the Washing- 
ton talks on monetary and trade matters, the recent re- 
alignment of exchange rates, and the domestic supply 
situation. 

Steel shapes became subject to import control on Oc- 
tober 1. Permits are now required for imports of pig 
iron, ingots, blooms, billets, bars, rods, plates, sheets, 
and forgings. These permits will probably be granted 
unless identical shapes are available immediately from 
Canadian production. Thus imports from the United 
States, now running at 1 million tons annually, are not 
expected to drop substantially. 


Sources: The Globe and Mail, Toronto, Canada, Septem- 
ber 27 and 29, October 1, 1949. 


LATIN AMERICA 
Mexico’s Export Crops 


Estimates of the probable yield of this year’s cotton 
crop in Mexico have been revised upward to 760,000 
bales, which is much greater than any previous harvest. 
Cotton exports of 1949 began in July and increased 
heavily during August. Canada is reported to be one of 
the main buyers. 

The coffee harvest for 1949-50 is estimated at 950,000 
bags of 60 kilograms each, or about 10 to 15 per cent 
less than last season’s harvest. Reduced production is 
attributed to hot dry weather and lack of rainfall in the 
southern growing areas. Somewhat more than 500,000 
bags probably will be available for export. 

The henequen situation developed adversely during 
August, with large quantities of fiber reportedly being 
held in storehouses in Yucatan. Growers were seeking 
buyers for well over 200,000 bales, with an estimated 
value of approximately 150 million pesos. The henequen 
situation, together with the lack of activity to date in 
bringing in the chicle crop, is causing a pessimistic out- 
look in the southeastern region of Mexico. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., October 3, 
1949, 


El Salvador’s Financial Position 


El Salvador’s financial position continues strong, with 
high gold reserves and foreign exchange holdings. 
Customs receipts and other tax collections are running 
well ahead of last year, and government income in 1949 
is expected to exceed the original budget estimate, 
equivalent to $24.2 million, by at least $1.2 million. The 
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circumstances under which no exchange controls or 
import restrictions are required are expected to continue. 

Imports and exports during the first four months of 
1949 exceeded by a significant margin those in the same 
period in 1948. Imports in the first four months this 
year were valued at $13.9 million; coffee shipments 
(the country’s major export) were at a peak level of 
$34.3 million; and the favorable trade balance was 
approximately $24.4 million. 


Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., October 3, 
1949, 


Effect of Sterling Devaluation 
On the Bolivar 


The head of the Department of Economic Study of the 
Central Bank of Venezuela has stated that the devalua- 
tion of sterling would not substantially increase the vol- 
ume of Venezuelan imports, but it might change their 
structure. In other words, he believed that Venezuela 
might buy more from Great Britain and less from the 
United States. 

In respect to the export position of Venezuela, he made 
the following comments: If important petroleum regions 
existed in countries which have now devalued, and if 
their productive capacity permitted them to compete 
in the world market with Venezuela, the competitive 
position of those countries would definitely be improved 
by the devaluation; but since there are very few such 
regions in the sterling area, no such repercussion is ex- 
pected. Secondly, there is little likelihood that the de- 
valuation will have much effect on the internal consump- 
tion of petroleum by those countries which have devalued, 
since they have already reduced such consumption to a 
minimum. Therefore, as a country exporting petroleum, 
Venezuela will not be subject to any repercussion. “We 
shall maintain our level of international reserves.” 

The effects on cacao exports may be more significant. 
A basic change may occur in the price of this commodity, 
since the major cacao producing countries are in the 
sterling area and have devalued with sterling. However, 
any loss from cacao receipts will be compensated by 
lower prices of imports from the devaluing areas. 

Since no loss in exchange receipts is expected, there 
is no likelihood that Venezuela’s balance of payments 
will become unfavorable. Consequently, with a continued 
active balance, a devaluation of the bolivar will not be 
necessary. 


Source: El Nacional, Caracas, Venezuela, September 20, 


1949, 


OTHER COUNTRIES 


New Dam on the Nile 
A group of British and Dutch civil engineering firms 
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has been awarded a £3.6 million contract to build a new 
dam, with an electric power station, at Owen Falls, in 
Uganda, at the outlet of Lake Victoria. The project is 
the first of a series envisaged by the British, Egyptian, and 
associated governments to bring the waters of the Nile 
under full control, to provide irrigation for an additional 
3 million acres of land in Egypt and the Sudan, and to 
produce electric power for industrial development in 
Africa. The whole series is expected to require 25 years 
for completion, and, according to the Egyptian Govern- 
ment, will cost £70 million (US$196 million) or more. 
Egypt has already voted £4.5 million, and it is estimated 
that Uganda will contribute £7.5 million as a preliminary 
payment. 


Sources: L’Observateur, Cairo, Egypt, September 9, 
1949; Journal du Commerce et de la Marine, 
Alexandria, Egypt, September 13, 1949; The 
Financial Times, London, England, September 


23, 1949. 


Free Sterling in Tangier 


Before the devaluation of sterling, the free market 
in Tangier quoted a cross rate of £1 = $3.30, a discount 
of about 18 per cent. At present there is a premium of 
1.75 per cent, but the volume of transactions is greatly 
reduced. The entrepét trade, in which sterling goods 
purchased at the $3.30 rate were re-exported to the United 
States, has ended. 

Source: The Financial Times, London, England, October 
1, 1949. 


ECA Allotment to French West Africa 


ECA has recently allotted $4.4 million for the purchase 
of railway equipment by French West Africa. Of this 
total, $3.1 million will be used to purchase 16 Diesel 
electric locomotives and spare parts, to be delivered in 
the first half of 1950; the remainder will be applied to 
the purchase of 330 box cars, of which delivery is ex- 
pected during the last quarter of 1949. 

This equipment will be used on three railroads in 
French West Africa—the Congo-Ocean, Cameroon, and 
Dakar-Niger Railroads—and will relieve the pressure on 
freight transport which is at present taxed to capacity. 
The additional equipment will make it possible to move 
to the coast for shipment abroad stocks of timber, coffee, 
and peanuts which keep piling up in the interior because 
of lack of transportation. 

Source: Economic Cooperation Administration, Press 


Release, Washington, D. C., September 2, 1949. 


South African Import Plans 


The South African Minister of Economic Affairs has 
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announced that non-sterling area import permits issued 
for the present period will be valid for imports from any 
country, and that sterling area permits will be valid for 
all soft currency countries. Import permits for dolla 
area goods, in terms of South African pounds, will be 
revalued, so that their dollar equivalent will not be 
affected by the devaluation. 

The Minister has also announced the general basis oj 
the allocation of import permits for raw materials in the 
first six months of 1950 (see this New Survey, Vol. II, p. 
108). Initially, two classes of permits will be issued: 
(a) universal permits to the value of 50 per cent of the 
non-sterling raw material permits issued for the present 
period, with world-wide validity, and (b) restricted o 
soft currency area permits to the value of 100 per cen 
of the sterling raw material permits issued for the present 
period, valid for all soft currency countries. Additional 
quotas will be issued later after the results of consultation 
with industry, and data on essentiality, stock position, 
and prices have been taken into account. Amounts of 
dividends and interest payable to hard currency countrie 
will play a part in the consideration of import permits 
It is possible that hard currency raw materials in export 
to soft currency areas may not be allowed to exceed 2 
per cent. 

Sources: The Financial Times, London, England, Sep 
tember 27, 1949; Union of South Afric 
Government Information Office, South Afric 
Reports, New York, N. Y., September 29, 1949. 


Fiji Trade 

Exports of Fiji in 1948 were valued at $28 million, 0 
which $15 million was sugar and $4 million copra. Hal! 
of the sugar was shipped to Canada with which Fiji hai 


an export surplus of $8 million. 
million. 


Imports were $2) 


Source: Department of Trade and Commerce, Foreigi 
Trade, Ottawa, Canada, September 17, 1949. 


International Financial News Survey, written by | 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, | 
but no Fund editorial comment or opinion. There- | 
fore any views expressed are taken from the sources | 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, | 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press | 
throughout the world. 
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Camille Gutt, Chairman of the Executive Board 
and Managing Director 
1818 H Street N.W., Washington 25, D.C. 
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